
Can't believe 50
came around
so fast...

The biggest question on most people’s 
minds (in the age group 50 to 65) is...
Will we outlive our savings?
We know you have heard this before BUT…the majority of retired 
Australians rely on the age pension1. That’s only $536.70 per fortnight 
each for couples and $712.00 for singles.2

In 2010 the average household aged between 50 to 64 had a combined 
debt of $116,300!3

Doesn’t sound a lot does it? However if you are in this age group and 
fit into this category, when you do decide to retire some of your capital 
(assets, superannuation, investment portfolio) you have been relying on 
to relax and enjoy life post-employment is more than likely going to be 
used to pay out this debt.

What does that leave you to live on for the next 
20 years - or perhaps even longer?

We are living longer4

Based on 2007-09 mortality rates, a 65 year old man could expect to 
live for another 18.7 years. A 65 year old woman could expect to live for 
another 21.8 years. That’s an increase of almost 30% in life expectancy 
for men and women since the early 1970s!
1. Australian Bureau of statistics www.abs.gov.au
2. www.humanservices.com.au
3. Kelly Research for CPA October 2012
4. Australian Government Actuary press release June 2004

There are plenty of options available for property 
to fund your retirement.  
Ask us for our article ‘Save, equity or super’ to 
find out what might be suitable for you, or call 
the office to discuss your financial future.

Do you find yourself thinking...
•	50 crept up on us awfully fast.
•	We’re worried that we’re not doing enough planning for  

our retirement.
•	Will we end up on the pension?
•	Can we live the lifestyle we want on the pension?
•	Will our superannuation be swallowed up paying off the balance  

of our mortgage when we retire?
•	Will we be able to afford to stay in the family home when we retire 

or will we have to downsize?
•	We don’t want to end up like our parents. We would like a better 

lifestyle in retirement.
•	We’re worried that we’ve left it all too late.
•	Will we really have to work until we’re 75?

Disclaimer: This article is generic in nature. All finance and investment decisions should be considered wisely and based on your personal and financial circumstances.  
Seek proper advice before committing to any course of investment action. This is not deemed as advice.

Why do we put off planning for our future?
Are we are waiting:
• for the kids to leave home?
• for our share portfolio/superannuation to bounce back?
• to pay off the mortgage first?
• until the kids have finished university?
• for that redundancy money?
• to have that overseas trip we’ve been promising ourselves?
• until our parents are in proper care?
• for that inheritance? 

We are living longer these days aren’t we?
To make matters worse, the cost of living is constantly increasing. A 
report released recently by Certified Practising Accountants Australia 
found that we need savings available to support 60-65% of our pre-
retirement income for each retirement year.

Time and capital growth doesn’t wait for anyone. We can never predict 
the right time to invest. The only thing we do know is that most people 
who invested in property 10 to 15 years ago (and have kept that 
property) are all very happy they did. 

You are never too young to start thinking about your future. So the time to 
start thinking about your retirement is right now whether you are 60, 50, 
40, 30 or even 20!

Save, equityor super

Investing in property is something that most of us think about doing, want to do or hope to do. However approximately 20% of Australians only ever actually do it. 

Why is this still the case when we know:
•	 our	superannuation	payout	is	only	likely to pay out our mortgage on retirement,
•	 our	savings	won’t	be	enough	to	live on in retirement, we will have to severely reduce our lifestyle AND more than likely require some form of government assistance,•	 we	need	to	get	ahead	financially	now, not later, and

•	 property	prices	won’t	be	any	cheaper in 10 years time? 

Is it because:
•	 we	don’t	know	how	to	take	the	first	step,
•	 we	are	too	scared	to	make	a	decision in case we get it wrong,•	 we	don’t	think	we	can	afford	it	(although	we’ve	never	investigated	it with our mortgage broker to see if we can),

•	 our	friends	and	family	tell	us	it’s	a	bad idea (and they would know because...?),
•	 I’m	only	renting,	so	how	on	earth	can	I	afford	an	investment	property, 

or is it that 
•	 we	are	STILL	waiting	for	the	right	time?

Whatever the reason may be, there is more than one way to get started on the investment property ladder.Let’s	have	a	look	at	a	few	options.

1.The good old... save a deposit
The	most	simple	and	straightforward	method of making a property purchase is to save a deposit. Prior to the GFC it was possible to borrow 100% of the property value (and you could even add the borrowing costs on top of that as	well).	Then	for	a	few	years	lenders	got quite tough on lending criteria and were requiring at least 10-15% of the	property	value	(subject	to	lender’s	mortgage	insurance	-	LMI)	combined	with tougher servicing requirements.

More	recently	we	have	seen	the	lending institutions gain more confidence	by	reducing	their	somewhat strict criteria. We are again able	to	obtain	finance	with	a	5%	deposit,	while	still	adding	the	LMI	premium	by	using	LMI	capitalisation	up	to 97%. 

With a typical home loan you are usually	only	required	to	pay	LMI	if	you	are borrowing more than 80% of the property value.

When investing, the general rule is to	borrow	as	much	as	you	can.	Let’s	assume you are approved to purchase an investment property with a 5% deposit.

This	means	that	a	property	worth	$500,000 will require a deposit of $25,000 plus on costs (usually estimated	at	5%).	That’s	still	a	lot	of	money to save, given that average rent for a 2 bedroom home across Australian capital cities is $363.50/week1 and the ABS	reported	the	average	earnings	were $1,033.30/week in November 2011. 

Looking	at	these	average	figures	you	can easily determine that it will take quite a while for most people to save the minimum deposit. 

So what can you do?

Ask your parents to help

You may have a parent who is willing to give you a lump sum gift to help you on your way. 

Use your rent as a savings planMost	lenders	now	acknowledge	the	money that you are currently paying in rent could be used to show your ability to save and capacity to service a loan.	This	is	referred	to	as	non-genuine	savings. 

What will be your path to prosperity?


